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Support is growing for the government to expand the use of the retirement-savings program
(Administradoras de Fondos de Ahorro para el Retiro, AFORE) to help capitalize the electric sector
and some projects of the state-run oil company PEMEX. The Comision Nacional del Sistema de
Ahorro para el Retiro (CONSAR) is seeking rule changes to allow the private institutions that
manage retirement funds to invest this money in large-scale energy and infrastructure programs.
Current rules cap the amount of retirement-savings funds that can be spent for energy projects.
CONSAR director Vicente Corta said the rules change could allow the companies managing
retirement savings to invest, for example, in bonds issued by PEMEX and the government's
electric-power company (Comision Federal de Electricidad, CFE) provided such investments meet
profitability and investor- security requirements. The proposal, endorsed by the country's largest
labor organizations and some federal legislators, is seen by some as an alternative to opening the
CFE and several PEMEX functions to foreign private investors.
Among the chief proponents of the plan is Leonardo Rodriguez Alcaine, leader of the Sindicato
Unico de Trabajadores Electricists de la Republica Mexicana (SUTERM).

PRI, PAN promote plan in Congress
In the Congress, the proposal has received the strongest support from the long-governing Partido
Revolucionario Institucional (PRI) and the center-right Partido Accion Nacional (PAN). The PRI
has drafted a bill to utilize 460 billion pesos (US$49.89 billion) from the AFORE program to finance
construction of power, gas, and petrochemical plants. The initiative was scheduled to be introduced
during the current session of the Chamber of Deputies.
Roughly 60% of the total would be allocated to electric- power projects. "This calculation is based
on the executive branch's calculations for investment needs in the sector," said a document released
by the PRI. More importantly, the PRI sees this plan as a strategy to halt efforts by President Vicente
Fox to boost foreign investment in PEMEX activities. "We claim the right of all Mexicans to exploit
our own petroleum industry," said PRI Deputy Marco Antonio Davila. "This includes the right to
develop our own jobs in this sector as well as to create, design, and manage facilities, and to control
all relevant decisions."
The concept has some appeal to the center-left Partido de la Revolucion Democratica (PRD) because
of the possibility of limiting foreign investment in the energy sector, although the party's legislative
leaders have made few comments about the plan. But Mario Di Costanzo, a private financial
consultant for the PRD, has expressed some concerns. "It is not right to designate the savings of the
people for a particular sector," said Di Costanzo.
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Conversely, analyst Roberto Del Cueto, director of the law studies center (Centro de Estudios de
Derecho) at the Instituto Tecnologico Autonomo de Mexico (ITAM), said the use of the AFORE
program to capitalize the energy sectors should be treated as a national strategic move. "The
country's workers would become investors in PEMEX and/or the CFE, giving them an opportunity
to participate in the development of our energy industry," said Del Cueto.

Fox says plan to supplement, not replace, foreign investment
President Fox's administration has endorsed the moves in Congress to devote some retirement
savings toward energy projects, but only as one of several alternatives to capitalize the electricpower and oil-related sectors. Speaking at a meeting of manufacturers for the electrical industry
(Camara Nacional de Manufacturas Electricas, CANAME), Energy Secretary Ernesto Martens
Rebolledo said Mexico will require investments of US$150 billion for oil, gas, and electricity projects
during the next 10 years, of which the AFORE program can only provide about US$40 billion.
CONSAR director Corta echoed Martens' concerns during testimony before Congress. "We have
to remember that the AFOREs can be part of the solution, but in no way will they resolve all the
problems [of the sector]," said Corta. Corta, former director of the savings protection agency
(Instituto de Proteccion al Ahorro Bancario, IPAB), also said the government must ensure that the
energy sector is sufficiently profitable to provide good returns for investors, which in this case would
be Mexico's workers.
Furthermore, Corta pointed out that only a small part of that money would actually be funneled into
energy projects, as AFORE rules require that retirement savings be invested as part of a diversified
portfolio. Ultimately, he said, this means that the AFOREs could end up providing only a fraction
of the financing required by PEMEX and CFE. Some private analysts have also taken a cautious
approach to the proposal.
Felipe Serrano Perez of Spain's Universidad del Pais Vasco, a financial expert and adviser to the
Spanish Parliament, said the Congress should set strict limits on the use of workers' retirement
funds because there is always the danger that they could be diverted for unauthorized purposes
such as reducing the government's debt. "The government should also consider mechanisms that
allow workers to participate in investment decisions," Serrano said in an interview with the Mexico
City daily newspaper La Jornada.
Others caution against viewing AFOREs as a solution for the lack of capital in the energy sectors.
"The responsibility for the companies managing retirement savings is to find investments that will
obtain the most profit," said Carlos Elizondo, director of the Centro de Investigacion y Docencia
Economica (CIDE). But some legislators who support the plan said there is no reason for concern
because companies like PEMEX have a high potential for profit. "PEMEX is a company that carries
a AAA rating, which means that investors receive their returns on a timely basis," said PAN Deputy
Enrique Candiani. [Note: Peso- dollar conversions in this article are based on the Interbank rate
in effect on Oct. 24, reported at 9.22 pesos per US$1.00] (Sources: CNI en Linea, 10/03/01; Reuters,
10/04/01; Excelsior, 10/05/01; The News, 10/10/01; Novedades, 10/15/01; Notimex, 09/23/01, 10/21/01;
La Cronica de Hoy, 10/04/01, 10/05/01, 10/22/01; La Jornada, 10/05/01, 10/23/01; Reforma, 10/05/01,
10/19/01, 10/22/01, 10/23/01)
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